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CROCE, SANGUINETTI, & VANDER VEEN
CERTIFIED PUBLIC ACCOUNTANTS

Independent Auditors’ Report

To the Board of Directors

Town of Discovery Bay Community
Services District

Discovery Bay, California

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of the
Town of Discovery Bay Community Services District (District) as of and for the year ended
June 30, 2018, and the related notes to the financial statements, which collectively comprise the
District’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the Standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the Town of Discovery Bay
Community Services District as of June 30, 2018, and the respective changes in financial position
and, where applicable, cash flows for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and required supplementary information, as listed in the
table of contents, be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of inquiries
of management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and
other knowledge we obtained during our audit of the basic financial statements, We do not express
an opinion or provide any assurance on the information because the limited procedures do not
provide us with sufficient evidence to express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March
22, 2019, on our consideration of the District’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements
and other matters. The purpose of that report is to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on internal control over financial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Government Auditing Standards in considering the
District’s internal control over financial reporting and compliance.

Lroce, Sa,-ﬂﬂ,u'ndcﬁ, ¢ Vandtr Veen, Tne.,

CROCE, SANGUINETTI, & VANDER VEEN, INC,
Certified Public Accountants

Stockton, California

March 22, 2019
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TOWN OF DISCOVERY BAY COMMUNITY SERVICES DISTRICT

Management’s Discussion and Analysis

June 30, 2018

This narrative overview and analysis of the Town of Discovery Bay Comniunity Services District’s
(District) financial activities for the fiscal year ended June 30, 2018 has been provided by the
management of the District. The management’s discussion and analysis is intended to serve as an
introduction to the District’s financial statements which follow this section and is recommended
to be reviewed in conjunction with then.

Financial Highlights

o The District’s net position increased by $557,613 over the prior year, including a $103,609
decrease in net position of governmental activities, and a $661,222 increase in net position
of business-type activities. The District’s net position is now $46,890,944.

¢ Total assets of the District were $69,473,216 with capital assets at $51,304,192 net of
accumulated depreciation. Current, non-current and other assets were $18,169,024.

o Total liabilities were $22,582,272 consisting of long-term liabilities of $21,526,700 and
other current liabilities of $1,055,572.

e Assets of the District exceeded liabilities at the close of the most recent fiscal year by
$46,890,944 (net position). Of this amount, $17,021,752 (unrestricted net position) may be
used to meet the District’s ongoing obligations, and $29,869,192 is net investment in
capital assets.

e On the curent financial resources basis, the District’s governmental fund revenues
exceeded expenditures (including $11,875 in capital outlay expenditures) by $76,836. The
proprietary fund revenues exceeded expenses by $661,222.

e At year-end, there was $1,613,953 in cash and investments to fund future governmental
activities, and $16,073,984 in cash and investments to fund future business-type activities.

Overview of the Financial Statements

The District’s financial statements are comprised of three components: government-wide financial
statements, fund financial statements and notes to financial statements including required
supplementary information.

Government-wide and fund financial statements present the results of operations for different
functions of the District as follows:

1. Government-wide financial statements provide both long-term and short-terim information
about the District’s overall financial position in a manner similar to private-sector business.

(Continued}
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TOWN OF DISCOVERY BAY COMMUNITY SERVICES DISTRICT

Management’s Discussion and Analysis

June 30, 2018

Overview of the IFinancial Statements (Continued)

The Statement of Net Position displays all of the District’s assets and liabilities, with the
difference between the two reported as net position. The Statement of Activities provides
all current year revenues and expenses on an accrual basis of accounting regardless of when
cash is received or paid. These two government-wide statements report the District’s net
position and how they have changed during the fiscal year. Over time, increases or decreases
in net position may serve as a useful indicator of whether the financial position of the District
is improving or weakening.

The government-wide financial statements separately present the District’s functions as
follows:

¢ Governmental activities include services financed mainly through property taxes.
The District’s general, lighting and landscaping and community center services
comprise its governmental activities.

* Business-type activities include services financed, in whole or in part, by fees paid
by those who directly benefit from the service. The District’s business-type
activities include providing water and wastewater services to the residents of the
District.

2. Fund financial statements focus on the individual functions of the District, and report the
District’s operations in more detail than the government-wide statements. A fund is a
grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. Fund accounting is used by state and local
governments to control their resources that are legally restricted or otherwise earmarked
for special purposes. The District reports its fund financial statements in the following two
categories:

¢ Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements.
However, unlike the government-wide financial statements, governmental fund
financial statements focus on 1} short-term inflows and outflows of expendable
resources, and 2) the resources remaining at the end of the fiscal year that are
available for future use. Because the focus of governmental funds is narrower than
the government-wide financial statements, a reconciliation that explains the
relationship (or differences) between them is presented following each of the
governmental fund statements.

¢ Proprietary funds are used to report the same functions presented as business-type
activities in the government-wide financial statements in more detail.

Notes to the financial statements provide additional information that is essential to a full
understanding of the data provided in the financial statements,
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TOWN OF DISCOVERY BAY COMMUNITY SERVICES DISTRICT

Management’s Discussion and Analysis

June 30, 2018

Financial Analysis of the Government-wide Financial Statements

A review of net position over time may serve as a useful indicator of the District’s financial
position. Net position represents the difference between the District’s assets and liabilities. As of
June 30, 2018, the District’s net position was $46,890,944, an increase of $557,613 from prior
year, The following table outlines the District’s net position by function for the current and prior

fiscal years.

Town of Discovery Bay Community Services District Net Position
{rounded to the nearest dollar)
As of June 30, 2018 and 2017

Governmenial Activities Business-type Activities Total Variance
Assels 2018 2017 2018 2017 2018 2011 %
Current and other
assets $ 1,658,503 % 1,567,115  $1i6460,202 $17,128061  $18,118,705  $18,695176 § (576471)
Non-currens assets - - 50,319 52,416 50,319 52,416 {2,097)
Capital assets, net 2.086.151 2.266.596 49,218,041 49.212.452 51.304.192 51475048 {174,856}
Total assels 3.744.654 3.833.711 65,728,562 66.392.929 69473216 70,226,640 (753.424)
Liabilitics
Cuerent liabilities 150,974 136,422 904,598 1,707,837 1,055,572 1,844,259 (788,687)
Non-current labilities 10,892 10.892 21,515,808 22,038,158 21,526,700 22.049.050 (522.350)
Total liabilities 161,866 147314 22.420.4006 23.745.995 22.582.272 23.893.309 (1.311.037)
Net Position
Invested in capital
assels 2,086,151 2,266,596 27,783,041 27,437,452 29,869,192 29,704,048 165,144
Unrestricted 1,496,637 1.419.801 15,525,115 15,209,482 17,021,752 16.629.283 392,469
Total net position  § 3,582,788 §_3.686.397 $43308.156 $42.646934 346890944 §46333331 § 557,613

By far the largest portion of the District’s net position (64%) reflects its net capital assets (e.g.,
land, buildings and improvements, equipment, etc.). The District uses its capital assets to provide
the services it is responsible for and those assets don’t represent future expendable resources. The
second largest portion of the District’s net position, approximately 36%, reflects its unrestricted
net position, which may be used to meet the government’s ongoing obligations.

(Continued)
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TOWN OF DISCOVERY BAY COMMUNITY SERVICES DISTRICT

June 30, 2018

Management’s Discussion and Analysis

Financial Analysis of the Government-wide Financial Statements (Continued)

The following table displays the change in the District’s net position for the year ended June 30,

2018.

Town of Discovery Bay Community Services Disfrict Change in Net Position

Revenues
Program revenues
Charges for services
Operating grants and
contributions
Capital grants and
contitbutions
General revenues
Property taxes
Assessments
Investment income
Cther
Total revenues
Expenses
General government
Community center
Lighting and landscaping
Zone 8
Lighting and landscaping
Zone 9
Water
Sewer
Financing authority
Total expenses
Transfers

Change in net position

Net position, beginning of year

Net position, end of year

The $557,613 increase in net position is attributed to each function as follows:

Governmental Activities

Governmental Activities Business-type Activities Total

2018 2017 2018 2017 2018 017
$ 142679 5§ 143279 § 9.903,251 $ 8,729,817 $10,045,930 $ 8,873,096
648,145 634,351 - - 648,145 634,351
133,676 127,033 - - 133,676 127,033
- - 10,689 2,671 10,689 2,671
315418 337.430 168.248 78.284 483.666 415,714
1,239.918 1.242.093 10.082.188 8.810.772 11.322.106 10.052.865
120,854 146,584 - - 120,854 146,584
2,110 2,110 - - 2,110 2,110
989,937 1,005,703 - - 989,937 1,095,703
97,040 149,175 - - 97,040 149,175
- - 3,412,240 2,884,204 3,412,240 2,884,204
- - 5,266,022 4,571,601 5,266,022 4,571,601
- - 876.290 750.025 876.250 750.025
1,209,941 1.393.572 9,554,552 8,205,830 10.764.493 9.599.402
(133.586) (170.38%) 133.586 170.387 - -
(103,609) (321,866) 661,222 775,329 557,613 453,463
3,686,397 4.008.263 42646934 _41.871.605 46333331 45.879.868
$ 3.582.788 $ 3.686.397 $43.308.156 3$42.646934 $46890944  $46,333.331

s Property tax revenue increased by $13,794 due to an increase in assessed values of
properties during the year related to more positive economic conditions than in the past.

s Other revenue decreased by $22,012 due to a decrease in reimbursements.

¢ LExpenses decreased $183,631 (13%) due to a decrease in repairs and maintenance and
facility maintenance-landscaping related expenses.

(Continued)
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TOWN OF DISCOVERY BAY COMMUNITY SERVICES DISTRICT

Management’s Discussion and Analysis

June 30, 2018

Financial Analysis of the Government-wide Financial Statements (Continued)

Expenses and Revenues - Governmental Activities
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(Continued)
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TOWN OF DISCOVERY BAY COMMUNITY SERVICES DISTRICT

Management’s Discussion and Analysis

June 30, 2018

Financial Analysis of the Government-wide Financial Statements (Continued)
Business-type Activities

o Charges for services increased $1,173,434 (13%) due to an increase in water and sewer
rates and connection fees.

e Other revenues increased $89,964 (115%) due to an increase in reimbursement revenue.

e Expenses increased $1,348,722 (16%) primarily due to an increase in professional fees,
repairs and maintenance, and utilities.

Expenses and Revenues - Business-type Activities
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TOWN OF DISCOVERY BAY COMMUNITY SERVICES DISTRICT

Management’s Discussion and Analysis

June 30, 2018

Financial Analysis of the District’s Funds

As noted earlier, the District uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Governmental Funds

The focus of the District’s governmental funds is to provide information on the short-term inflows
and outflows and balances of current expendable resources. In particular, the unassigned fund
balance presented in the balance sheet may serve as a useful measure of the District’s resources
available for spending at the end of its fiscal year.

As of the end of the current fiscal year, the District’s combined governmental fund revenues
exceeded expenditures by $76,836 primarily due to decreased expenditures. This resulted in a
$76,836 increase in the combined ending fund balance of the District’s governmental funds. The
fund balance of the Lighting and Landscaping Zone 8 fund increased by $58,185, the fund balance
of the Lighting and Landscaping Zone 9 fund increased by $51,265, the fund balance of the
community center fund did not change, and the fund balance of the general fund decreased by
$32,614. At year-end, the combined fund balance of the governmental funds was $1,507,529,
consisting of unassigned funds, which is available for spending at the government’s discretion,

Proprietary Funds

The District’s proprietary fund statements provide the same type of information, in more detail, on
the business-type activities presented in the government-wide financial statements.

The net position of the proprietary funds increased by $661,222 from $42,646,934 to $43,308,156.
The net position included $15,525,115 in unrestricted net position which has increased by
$315,633 or 2% from the previous year, The increase in unrestricted net position is primarily due
to an increase in operating revenues and decreased expenditures.

Capital Asset and Debt Administration
Capital Assets
At the end of fiscal year 2018, the District’s investment in capital assets amounted to $29,869,192

(net of accumulated depreciation). This investment in capital assets includes land, buildings and
improvements, equipment, vehicles, structures and improvements, and treatment and collection.

{Continued)
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TOWN OF DISCOVERY BAY COMMUNITY SERVICES DISTRICT

Management’s Discussion and Analysis

June 30, 2018

Capital Asset and Debt Administration (Continued)

The District’s total investment in capital assets before depreciation increased by $1,913,177 from
$67,649,075 to $69,562,252. Significant additions to capital assets included:

¢ Effluent Filtration Project ($1,476,627)

¢  Water Meter Project ($1,294,973)

» Stand-by Generator for Effluent Pump Station ($128,817)

¢ Wastewater Treatment Operations and Maintenance Manual ($72,960)
¢  Willow Lake WTP PLC/Control System ($25,155)

The following table displays the changes in District’s capital assets, net of accumulated
“depreciation.

Town of Discovery Bay Community Services District’s Capital Assets
(net of depreciation, in rounded dollars)

Governmental Activitics Business-type Activities Totai
2018 2017 2018 2017 2018 2017

Land $ 415930 § 415930 $§ 307,000 3 307000 § 722930 $ 722,930
Buildings and improvements 3,093,441 3,081,566 700,440 1,630,805 3,793,881 4,712,371
Treatment and coflection - - 54,043,561 43,676,858 54,043,561 43,676,858
Structure and improvements - . 0,143,107 9,169,566 9,143,107 9,169,566
Equipment 293,051 302,098 868,893 920,932 1,161,944 1,223,030
Office furniture and equipment 15,307 15,307 105,467 - 120,774 15,307
Vehicles 80,133 80,133 412,999 400,638 493,132 480,771
Construction in progress - - 82.923 7.648.242 82.923 7.648.242

Total 3,897,862 3,895,034 63,664,390 63,754,041 69,562,252 67,649,075
Less accumulated depreciation (L.811.711) | {1.628.438) (16.446.349) (14,541.589) (18.258.060) (16.170.027)

Net capital assets £ 2086151 $ 2266596 349.218.041 $49.212452 $51.304.192 $51.479,048

Additional information on the District’s capital assets can be found in Note E of the “Notes to
Financial Statements” section.

Debt Administration

At June 30, 2018, the District had $21,435,000 in debt outstanding as compared to $21,775,000
for the prior year. During fiscal year 2014, the District received Series 2012 Enterprise Revenue
Bonds to finance the acquisition and construction of certain improvements to the water and
wastewater systems. During fiscal year 2017, the District received series 2017 Enterprise Revenue
Bonds to finance the costs of certain improvements to the water and wastewater enterprise systems.
Additional information regarding the District’s debt can be found in Note F of this report.
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TOWN OF DISCOVERY BAY COMMUNITY SERVICES DISTRICT

Management’s Discussion and Analysis

June 30, 2018

Economic Factors and Next Year’s Budgets and Rates

The District has experienced moderate growth which is expected to continue over the next 3-5
years as the economy recovers. This growth will further create demand for water and wastewater
services and additional capital facilities. These demands have been addressed in the District’s
capital improvement program. The District is currently in the process of reviewing rates for water
and wastewater services to evaluate the District’s financial needs and rate structure.

Contacting the District’s Financial Management

This financial report is designed to provide a general overview of the District’s finances and to
demonstrate the District’s financial accountability and compliance with applicable laws for all
those with an interest in the District’s finances. Questions concerning any of the information
provided in this report, or requests for additional financial information can be addressed to Town
of Discovery Bay Community Services District, Attention: General Manager, 1800 Willow Lake
Road, Discovery Bay, California 94505.
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TownN OF DISCOVERY BAY COMMUNITY SERVICES DISTRICT

Statement of Net Position

June 30, 2018

Assets
Current assets:
Cash and investments
Accounts receivable, net of allowance
for doubtful accounts
Advances on taxes
Inventory
Non-current assets:
Debt issuance costs-prepaid insurance, net
Capital assets, net of accumulated
depreciation

Total assets
Deferred outfiows of resources

Liabilities

Current liabilities:
Accounts payable
Accrued payroll
Interest payable
Other accrued liabilities
Bonds payable-current

Non-current liabilities:
Compensated absences
Bonds payable
Unamortized bond premium

Total liabilities
Deferred inflows of resources

Net Position
Net investment in capital assets
Unrestricted

Total net position

Governmental

Business-type

activities activities Total
$ 1,613,953  $16,073,984 $17.687,937
35,334 385,386 420,720
4,637 832 5,469
4,579 - 4,579
- 50,319 50,319
2,086,151 49.218.041 51,304,192
3,744,654 65.728.562 69,473,216
139,399 325,786 465,185
11,575 15,405 26,980
- 71,992 71,992
- 1,415 1,415
- 490,000 490,000
10,892 29,068 39,960
- 20,945,000 20,945,000
- 541,740 541,740
161.866 22.420.406 22.582,272
2,086,151 27,783,041 29,869,192
1,496,637 15.525.115 17,021,752
$ 3582788 $43.308.156 $46.890,944

The accompanying notes are an integral part of this financial statement,
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TOWN OF DISCOVERY BAY COMMUNITY SERVICES DISTRICT

Statement of Activities

For the year ended June 30, 2018

Program revenues

Operating Capital
Charges for grants and grants and

Expenses services contributions contributions

Governmental activities
General government h 120,854 % 750 % - 35 -
Community center 2,110 - - -
Lighting and landscaping Zone 8 989,937 141,929 - -
Lighting and landscaping Zone 9 97.040 - - -
Total governmental activiiies 1,209,941 142.679 - -

Business-type activities

Water 3,412,240 3,872,677 - -
Sewer 5,266,022 6,030,574 - -
Financing Authority 876,290 - - -
Total business-type activities 9.554.552 9,903,251 - -
Total government $ 10764493 § 10045930 § - ¥ -

General revenues
Taxes
Property taxes
Homeowners property tax relief
Assessments
Investment income
Other income

Fransfers

Total general revenues and transfers
Change in net position
Net position, beginning of year

Net position, end of year



Net (expense) revenue and changes in net position

Governmental Business-type
activilies activities Totals
$ (120,104) - b (120,104)
(2,110) - (2,110)
{848,008) - (848,008)
(97.040) - (97.040)
{1.067,262) - {1,067.262)
- 460,437 460,437
- 764,552 764,552
- (876,290) (876.,290)
- 348.699 348,699
(1.067.262) 348,699 (718.563)
643,879 - 643,879
4,266 - 4,266
133,676 - 133,676
- 10,689 10,689
315,418 168,248 483,660
(133.586) 133,586 -
963.633 312.523 1,276,176
(103,609) 661,222 557,613
3.686.397 42,646,934 46,333,331
3 3582788 § 43,308,156 $ 46,890,944

The accompanying notes are an integral part of this financial statement,
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TOWN OF DISCOVERY BAY COMMUNITY SERVICES DISTRICT

Balance Sheet
Governmental Funds

June 30, 2018
Special revenue funds
Lighting and  Lighting and Total
Community landscaping landscaping  governmental
General fund center Zone 8 Zone 9 funds
Assets
Cash and investments $ 200423 § 43098 $ 683,661 $ 208,883 $ 1,613,953
Accounts receivable 35,334 - - - 35,334
Advances on taxes - - 4,637 - 4,637
Inventory - 4.579 - - 4,579
Total assets $§ 235757 § 435565 $§ 688298 F 208883 §_ 1.658.503
Liabilities and Fund Balances
Liabilities
Accounts payable $ 820 % - $ 126360 § 12,260 § 139,399
Accrued payroll 620 - 10,339 6i6 E1,575
Total liabilities 1.449 - 136,699 12.826 150.974
Fund balances
Committed to: 7
Community center - 435,565 - - 435,565
Lighting and landscaping
Zone § - - 551,599 - 551,599
Lighting and landscaping
Zone 9 - - - 286,057 286,057
Unassigned 234.308 - - - 234,308
Total fund balances 234,308 435,565 551,599 286.057 1,507,529
Total liabilities and
fund balances b 235757 § 435565 § 688,298 3 298,883 $ 1,658,503
Reconciliation fo statement of net position
Total governmental fund balances $ 1,507,529
Amounts reported for governmental activities in the statement of net position are different

because:

Capital assets used in governmental activities are not financial resources and,

therefore, are not reported in the funds 2,086,151
Long-term liabilities are not due and payable in the current period, and, therefore,
are not reported in the balance sheet of governmental funds (10,892}
Net position of governmental activities 3. 3.582.788

The accompanying notes are an integral part of this financial statement.
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TOWN OF DISCOVERY BAY COMMUNITY SERVICES DISTRICT

Statement of Revenues, Expenditures, and Changes in Fund Balances
Governmental Funds

For the year ended June 30, 2018

Special revenue funds

Lightingand  Lighting and Total
Community  landscaping  landscaping  governmental
General fund center Zone 8 Zone 9 funds
Revenues
Property taxes b - 5 - § 643879 % - § 643,879
Reimbursements 229,162 - 56,454 13,971 299,587
Other 1,275 - 157,234 - 158,509
Assessment income - - - 133,676 133,676
Homeowners property tax relief - - 4,266 - 4,266
Total revenues 230,437 - 861,833 147.647 1,239917
Expenditures
Payrolt 73,146 - 356,926 31,776 461,848
Utilities - - 184,565 20,155 204,720
Repairs and maintenance 47,707 - 113,986 6,746 168,439
Other - - 131,653 17,566 149,219
Insurance - - 13,485 6,468 19,953
Professional fees - - 11,241 2,200 13,441
Capital outlay - - 11,875 - 11,875
Total expenditures 120,853 - 823.731 84.911 1,029.495
Excess of revenues over
expendifures 109,584 - 38.102 62,736 210422
Other financing sources (nses)
Operating transfers in 69,855 - 75,967 2,500 148,322
Operating transfers out (212,053) - (55.884) (13.971) (281.908)
Total other financing
sources {uses) (142,198) - 20,083 (11.471) (133.586)
Net change in fund balances (32,614) - 58,185 51,265 76,836
Fund balances, beginning of year 266,922 435,565 493,414 234,792 1,430,693
Fund balances, end of year $ 234308 $ 435565 $ 551,599 3 286,057 $ 1,507,529

The accompanying notes are an integral part of this financial statement.
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TOWN OF DISCOVERY BAY COMMUNITY SERVICES DISTRICT

Reconciliation of the Statement of Revenues, Expenditures and
Changes in Fund Balances - Governmental Funds
to the Statement of Activities

For the year ended June 30, 2018

Net change in fund balances - governmental funds $ 76,836

Amounts reported for governmental activities in the statement of activitites
are different because of the following:

Depreciation expense related to capital assets is recognized in the
statement of activities, but is not reported in the funds. (192,320)

Governmental funds report capital outlays as expenditures while
governmental activities record depreciation expense to allocate those

expenditures over the life of the assets. 11,875
Change in net position of governmental activities 8 (103,609)

The accompanying notes are an integral part of this financial statement.
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TOWN OF DISCOVERY BAY COMMUNITY SERVICES DISTRICT

Statement of Net Position

Proprietary Funds

June 30,2018
Water Sewer Financing
fund fund Authority fund Total
Assets and Deferred Outflows of Resources
Current assets
Cash and investments $ 4,403,477 $10,951,776¢ 3 718,731 $16,073,984
Accounts receivable, net 371,305 14,081 - 385,386
Interest receivable - - 71,992 71,992
Advances on taxes 333 499 - 832
Total current assets 4,775,115 _10.966.356 790,723 16,532,194
Non-current assets
Debt issuance cost - prepaid insurance - - 50,319 50,319
Debt service - installment receivable - - 21,435,000 21,435,000
Capital assets, net of accumulated depreciation 10,496,043 _38,721.998 - 49.218.041
Total non-current asseis 10,496,043 38,721,998 21,485,319 70,703,360
Deferred outflows of resources - - - -
Total assets and deferred outflows of resources  $15,271,158 $49,688,354 22,276,042  $87.235,354
Liabilities, Deferred Inflows of Resources and Net Position
Current liabilities
Accounts payable $ 150366 § 175420 % - % 325,786
Accrued payroll 7,055 8,350 - 15,405
Interest payable 8,639 63,353 71,992 143,984
Bonds payable - current - - 490,000 490.000
Total current labilities 166.060 247,123 561,992 975.175
Non-current liabilifies
Other accrued liabilities 1,415 - - 1,415
Debt service - installment payable 2,572,200 18,862,800 - 21,435,000
Compensated absences 13,253 15,815 - 29.068
Bonds payable - - 20,945,600 20,945,000
Unamortized bond premium - - 541,740 541,740
Total non-current liabilities 2.586.868 18.878.615 21.486.740 42,952,223
Deferred inflows of resources - - - -
Net Position
Net investment in capital assets 7,923,843 19,859,198 - 27,783,041
Unrestricted
Board designated 3,553,317 4,356,269 - 7,909,586
Undesignated 1.041.070 6.347.149 227310 7.615.529
Total net position 12,518,230 30,562,616 227310 43,308,156
Total liabilities, deferred inflows of resources
and net position $15,271,158 $49,688.354 22,276,042 87.2 4

The accompanying rotes are an integral part of this financial statement.
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TOWN OF DISCOVERY BAY COMMUNITY SERVICES DISTRICT

Statement of Revenues, Expenses, and Changes in F'und Net Position
Proprietary Funds

For the year ended June 30, 2018

Operating revenues
Charges for services
Connection fees
Other
Total operating revenues

Operating expenses
Depreciation
Contract services
Utilities
Repairs and maintenance
Payroll
Professional fees
Insurance
Miscellaneous
Permits and fees
Chemicals
Supplies
Telephone and communications
Dircctors’ expenses
Memberships
Public communication
Staff training
Total operating expenses

Operating income (loss)

Nonoperating revenues (expenses)
[nvestiment income
Interest expense
Loss on asset disposal
Bad debt expense

Total nonoperating revenues (expenses)
Operating transfers in (out)
Change in net position
Net position, beginning of year

Net position, end of year

Financing
Water Sewer Authority

fund fund fund Total
$ 3,367,746 § 5490570 § - § 8858316
504,930 540,004 - 1,044,934
50.678 118.170 - 168,248
3.922.754 6,148,744 - _10.071.498
548,700 2,036,265 - 2,584,965
591,240 1,084,292 - 1,675,532
450,532 491,684 - 942,216
649,021 267,426 - 916,447
376,116 448,790 - 824,906
435,944 - - 435,944
116,431 188,511 2,097 307,039
78,359 75,147 400 153,906
52,251 39,825 - 92,076
26,377 58,208 - 84,585
- 12,959 69,299 - 82,258
16,254 31,106 - 47,360
13,341 19,961 - 33,242
5,692 7,958 - 13,650
10,474 - - 10,474
2,851 1.577 - 4428
3,386,542 4.819.989 2.497 8.209.028
536,212 1,328,755 (2,497 1.862.470
- - 39,784 39,784
(3,892) (25,203)  (873,793)  (902,388)
{6,333) (445,487) - (451,820)
(19.365) (545) - (19.910)
(29.590) (471.235) (834.009) _ (1.334.834)
261,939 {1.367.832) 1.239.479 133.586
768,561 (510,312) 402,973 661,222
11,749.669 _ 31,072,928 (175,663} _ 42,646,934
$12518230 $30562606 § 227310 $43308,156

The accompanying notes are an integral part of this financial statement,
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TOWN OF DISCOVERY BAY COMMUNITY SERVICES DISTRICT

Statement of Cash Flows
Proprietary Funds

For the year ended June 30, 2018

Cash flows from operating activities
Receipts from customers
Payments to vendors and suppliers
Payments to employees and directors

Net cash provided by (used in) operating activities

Cash flows from non-capital financing activities
Principal payments on bonds payable
Interest payments on bonds payable
Premium on bonds
Transfers in {out)

Net cash used in non-capital financing activities

Cash flows from capital and related financing activities
Acquisttion of capital assets

Net cash used in capital and related financing activities

Cash flows from investing activities
interest income

Net cash provided by investing activities
Net increase {decrease) in cash and investments
Cash and inves¢ments, beginning of year

Cash and investments, end of year

Reconciliation of operating income (loss) to net cash provided by

(used injoperating activities
Operating income (Ioss)

Adjustments o reconcile operating income (loss) to net cash provided

by (used in) operating activities
Depreciation

Change in assets and liabilities
Accounts receivable
Debt issuance cosis - prepaid insurance
Accounts payable

Net cash provided by (used in) operating activities

Financing
Water Sewer Authority
fund fund fund

$ 3,800,245 § 6,157,401 § -

Total

$ 9,957,046

(2,896,872) (2,204,752} (614,176} (5,715,800)
(389.457) __(468.691) . (858.148)
513,916 _ 3.483.958 _ (614.176) _ 3.383.698

. . (340,000)  (340,000)

- - (875,050}  (875,050)

- . (32.350) (32,350)
(92.005) _(1.018.669) . 1,244,260 133,586
(92.005) _(1.018.669) (3.140) _(1,113.814)
(1,341,825) _ (223.921) _(1.476.628) _(3.042.374)
(1.341.825) _ (223.921) _(1.476.628) _(3.042.374)
i - 10,689 10.689

. - 10.689 10.689

(919,914) 2,241,368 (2,083,255)  (761,801)
5323391 _ 8710408 _ 2.801.986  16.835.785

$ 4403477 $10.951.776 $ 718731 $16.073.984

$ 536,212 % 1,328,755 §  (2,497)

§ 1,862,470

548,700 2,036,265 - 2,584,965
(122,510) 8,657 - (113,853)

- - 2,007 2,097

(448.486) 110281 _ (613.776) _ (951.981)

$ 513916 $ 3483958 S _(614.176) $ 3.383.698

The accompanying notes are an integral part of this financial statement.



TOowN OF DISCOVERY BAY COMMUNITY SERVICES DISTRICT

Notes to Basic Ifinancial Sfatements

June 30, 2018

Note A - Summary of Significant Accounting Policies

This summary of significant accounting policies of the Town of Discovery Bay Community
Services District (the District) is presented to assist in understanding the District’s financial
statements.

Description of the reporting entity

The Town of Discovery Bay Community Services District, formerly known as Discovery Bay
Community Services District was formed by the residents of Discovery Bay under the authority
of the Cortese-Knox Act (Gov. C. Sec. 56000). This newly formed special district was formed
as a result of a petition of residents to provide services to the residents of Discovery Bay.
Effective July 1, 1998, the District assumed the responsibilities, funding, and assets previously
held by the dissolved Sanitation District #19. During November 1998, the residents of
Discovery Bay voted to activate the latent powers of the District to include recreation;
specifically, to acquire, fund, and operate a Community Centet.

Effective August 13, 2003, the Local Agency Formation Commission (LAFCQ) of Contra
Costa County dissolved County Service Area M-8 and annexed the territory to the Town of
Discovery Bay Community Services District. The District is responsible for maintaining the
lighting, landscaping, and parks within Service Area M-8 of the Town of Discovery Bay.

The Town of Discovery Bay Community Services District formed an assessment district
known as Ravenswood Improvement District - Discovery Bay Lighting and landscaping Zone
9 for the purpose of providing for the operation and maintenance of landscaping, parks and
open space in the subdivision known as Ravenswood.

The purpose of the Town of Discovery Bay Community Services District, a multipurpose
independent district, is to represent the residents of Discovery Bay in any matters covered
under the California Government Code relating to a Community Services District. In addition
to the purposes listed in the Government Code, the District has been ordered by LAFCO and
the Board of Supervisors to perform an advisory role for the residents of Discovery Bay. This
role includes, but is not limited to, advising the County in matters of land use planning, zoning,
compliance, roads and streets, lighting, landscaping, parks and public safety services. The
District also provides water and sewer services to the Town of Discovery Bay.

As required by accounting principles generally accepted in the United States of America and
the Governmental Accounting Standards Board, these financial statements present the
government and its component units, entitics for which the government is considered to be
financially accountable. Blended component units, although legally separate entities, are, in
substance, part of the government’s operations and so data from these units are combined with
data of the primary government.

(Continued)
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TowN OF DISCOVERY BAY COMMUNITY SERVICES DISTRICT

Notes to Basic Financial Statements

June 30, 2018

Note A - Summary of Significant Accounting Policies (Continued)
The District’s financial reporting entity is composed of the following:

Primary Government: Town of Discovery Bay Community Services District
Blended Component Unit: Discovery Bay Public Financing Authority

In determining the financial reporting entity, the District complies with the provisions of
Government Accounting Standards Board (GASB) Statements No. 61, The Financial
Reporting Enfity: Omnibus - an amendment of GASB Statements No. 14 and No. 34, and GASB
Statement No. 39, Determining Whether Certain Organizations Are Component Unifs - an
anendment of GASB Statement No. 14.

Blended Component Units

The Town of Discovery Bay Community Services District (the District) and the Byron Bethany
Irrigation District entered into a Joint Exercise of Powers Agreement dated July 1, 2012,
forming the Discovery Bay Public Financing Authority (the Authority). The Authority is
authorized to borrow money for the purpose of assisting the District in financing various public
capital improvements and facilities. The Authority issued revenue bonds in order to fund such
expenditures. The Authority is controlled by the District and has the same governing body as
the District, which also performs all accounting and administrative functions for the Authority.
The financial activities of the Authority have been included (termed “blended”) in these
financial statements in the business-type activities. The Authority does not issue separate
financial statements.

Governmeni-wide financial statemenis

The Statement of Net Position and Statement of Activities display information about the
primary government, the District and its blended component unit. These statements include the
financial activities of the overall District government, except for fiduciary activities,

Eliminations have been made to minimize the double counting of internal activities. These
statements distinguish between governmental and business-type activities, Governmental
activities generally are financed through taxes, intergovernmental revenues, and other non-
exchange transactions. Business-type activities are financed in whole or in part by fees charged
to external parties.

(Continued)
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TOWN OF DISCOVERY BAY COMMUNITY SERVICES DISTRICT

Notes to Basic Financial Statements

June 30, 2018

Note A - Summary of Significant Accounting Policies (Continued)

The Statement of Activitics presents a comparison between direct expenses and program
revenues for each segment of the business-type activities of the District and for each function of
the District’s governmental activities. Direct expenses are those that are specifically associated
with a program or function and, therefore, are clearly identifiable to a particular function. Program
revenues include {a} charges paid by the recipients of goods or services offered by the programs,
(b) grants and contributions that are restricted to meeting the operational needs of a particular
program, and (c) fees, grants, and contributions that are restricted to financing the acquisition or
construction of capital assets. Revenues that are not classified as program revenues, including
all taxes, are presented as general revenues.

Fund financial statements

Fund financial statements of the reporting entity are organized into funds, each of which is
considered to be a separate accounting entity. Each fund is accounted for by providing a separate
set of self-balancing accounts that constitutes its assets, liabilities, fund equity, revenues, and
expenditures/expenses. Funds are organized into two major categories: governmental and
proprietary. The District presently has no fiduciary funds. An emphasis is placed on major funds
within the governmental and enterprise categories. A fund is considered major if it is the primary
operating fund of the District or meets the following criteria:

a. Total assets, liabilities, revenues, or expenditures/expenses of that individual
governmental or enterprise fund are at least 10 percent of the corresponding total for
all funds of that category or type, and

b. Total assets, liabilities, revenues, or expenditures/expenses of the individual
governmental or enterprise fund are at least 5 percent of the corresponding total for all
governmental and enterprise funds combined.

The funds of the financial reporting entity are described below:

Governmental Funds

The General Fund is the primary operating fund of the District and is always classified as a
major fund. It is used to account for all activities except those legally or administratively
required to be accounted for in other funds.

Special Revenue Funds are used to account for the proceeds of the specific revenue sources
that are either legally restricted to expenditures for specified purposes or designated to finance
particular functions or activities of the District. The reporting entity includes the following
special revenue funds, all of which are reported as major funds:

{Continued)
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TownN OF DISCOVERY BAY COMMUNITY SERVICES DISTRICT

Notes to Basic Financial Statements

June 30, 2018

Note A - Summary of Significant Accounting Policies (Continued)

Fund Brief description

Community Center Accounts for revenues and expenditures of acquiring,
funding, and operating a community center.

Lighting and landscaping Accounts for revenues and expenditures related to
Zone 8 maintenance of street lighting and landscaping facilities
and services; focal parks and recreation facilities and
services; parkway facilities and services; and open

space facilities and services Zone 8.

Lighting and landscaping Accounts for revenues and expenditures related to
Zone 9 operation and maintenance of landscaping, parks and
open space in the subdivision known as Ravenswood.

Proprietary Funds

Enterprise Funds are used to account for business-like activities provided to the general public.
These activities are financed primarily by user charges, and the measurement of financial activity
focuses on net income measurement similar to the private sector. The reporting entity includes
the following enterprise funds, all of which are reported as major funds:

Fund Brief description

Water Fund Accounts for the activities of providing water services
to the residents of the District. All activities necessary
to provide such services are accounted for in this fund,
including  administration,  operations,  capital
improvements, maintenance, financing and related
debt service, and billing and collection.

Sewer Fund Accounts for the activities associated with operating
and maintaining the Districts collection and treatment
of wastewater. All activities necessary to provide such
services are accounted for in this fund, including
administration, operations, capital improvements,
maintenance, financing and related debt service, and
billing and collection.

Financing Authority Fund Accounts for facilitating the financing of public capital
improvements and facilities for the District’s water and
wastewater system. All activities necessary to provide
such services are accounted for in this fund, including
administration, operations, capital improvements,
maintenance, financing and related debt, and billing and
colection.

(Continued)
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TOWN OF DISCOVERY BAY COMMUNITY SERVICES DISTRICT

Notes to Basic Financial Statements

June 30, 2018

Note A - Summary of Significant Accounting Policies {(Continued)

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally resuft from providing services and producing and
delivering goods in connection with a proprietary fund’s principal ongoing operations. The
District’s operating revenues include all revenues derived from water and sewage services. The
enterprise funds also recognize as operating revenue, the portion of tap fees, connection fees and
impact fees intended to recover the cost of connecting new customers to the system. Operating
expenses include all costs related to water and sewage services, administrative expenses, and
depreciation on capital assets. All revenues and expenses not meeting this definition are
reported as nonoperating revenues and expenses, except for capital contributions, which
represent capital contributions collected for the acquisition ot construction of capital assets.

As allowed by Governmental Accounting Standards Board (GASB) Statement No. 62,
Codification of Accounting and Financial Reporting Guidance Contained in Pre-November
30, 1989 FASB and AICPA Pronouncements, the District’s proprietary funds follow all GASB
pronouncements currently in effect as well as Financial Accounting Standards Board
Statements and Interpretations, Accounting Principles Board Opinions, and Accounting
Research Bulletins of the AICPA Committee on Accounting Procedures issued on or before
November 30, 1989, unless those pronouncements conflict with or contradict with GASB
pronouncements.

Measurement focus

In the government-wide Statement of Net Position and the Statement of Activities, both
governmental and business-like activities are presented using the economic resources
measurement focus as defined in item b below.

In the fund financial statements, the “current financial resources” measurement focus or the
“economic resources” measurement focus is used as appropriate:

a. All governmental funds utilize a “current financial resources” measurement focus.
Only current financial assets and liabilities are generally included on their balance
sheets. Their operating statements present sources and uses of available spendable
financial resources during a given period. These funds use fund balance as their
measure of available spendable financial resources at the end of the period.

b. The proprietary fund utilizes an “economic resources” measurement focus. The
accounting objectives of this measurement focus are the determination of operating
income, changes in net position (or cost recovery), financial position, and cash flows.
All assets and liabilities (whether current or noncurrent) associated with their activities
are reported. Proprietary fund equity is classified as net position,

{Continued)
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TOWN OF DISCOVERY BAY COMMUNITY SERVICES DISTRICT

Notes to Basic Financial Statements

June 30, 2018

Note A - Summary of Significant Accounting Policies (Continued)

Basis of accounting

The government-wide financial statements are reported using the ecomomic resources
measurement focus and the acerual basis of accounting, as are the proprietary fund financial
statements. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Property taxes are recognized as
revenues in the year for which they are levied. Grants and similar items are recognized as
revenue as soon as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the cirrent financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as
soon as they are both measurable and available. Revenues are considered to be available when
they are collectible within the current period or soon enough thereafter to pay liabilities of the
current period. For this purpose, the government considers revenues to be available if they are
collected within sixty days of the end of the current fiscal period. Expenditures generally are
recorded when a liability is incurred, as under accrual accounting. However, debt service
expenditures, as well as expenditures related to compensated absenses and claims and
judgments, are recorded only when payment is due. Property taxes and interest associated with
the current fiscal period are all considered to be susceptible to accrual and so have been
recoghized as revenues of the current fiscal period. All other revenue items are considered to
be measurable and available only when cash is received by the government.

All proprietary funds utilize the accrual basis of accounting. Under the accrual basis of
accounting, revenues are recognized when earned and expenses are recorded when the liability

is incurred or economic asset used.

Cash and invesiments

For the purpose of financial reporting “cash and cash equivalents” includes all demand and savings
accounts and certificates of deposit or short-term investments with an original maturity of three
months or less.

Aecounts receivable

Accounts receivable are stated at unpaid balances, less an allowance for doubtful accounts.
The District provides for losses on accounts receivable using the allowance method. The
allowance is based on historical experience and management’s evaluation of outstanding
accounts receivable.

{Continued)
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TOWN OF DISCOVERY BAY COMMUNITY SERVICES DISTRICT

Notes {o Basic Financial Statements

June 30, 2018

Note A - Summary of Significant Accounting Policies (Continued)

Debi service instalhient receivable

The District and the Authority have installment sale agreements whereby the District is
obligated to pay to the Authority installment payments equal to the debt service requirements
of the Authority’s long-term debt. The debt service installment receivable represents the
amount due from the District to meet the Authority’s debt service requirements, which includes
principal and accrued interest.

Inventory

Inventory held in the special revenue fund is carried at cost using the first-in/first-out (FIFO)
method. Inventories of governmental funds are recorded as expenditures when consumed
rather than when purchased.

Capital assets

Capital assets are reported in the applicable governmental or business-type activities columns of
the government-wide financial statements. All capital assets are valued at historical cost or
estimated historical cost. The District’s policy is to capitalize all assets with costs exceeding
certain minimum thresholds and with useful lives exceeding two years.

Depreciation has been provided on capital assets and is charged as an expense against
operations each year. The total amount of depreciation taken over the years is reported on the
statement of net position as a reduction in the book value of capital assets,

Depreciation is provided using the straight line method which means the cost of the asset is
divided by its expected useful life in years and the result is charged to expense each year until
the asset is fully depreciated. The District has assigned the useful lives listed below to capital
assets.

Buildings and improvements 7-40 years
Equipment 5-25 years
Structures and improvements 10-50 years
Treatment and collection 5-40 years
Vehicles 5 years

Major outlays for capital assets and improvements are capitalized as projects are constructed.
The costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend asset lives are not capitalized,

(Continued)
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TOwWN OF DISCOVERY BAY COMMUNITY SERVICES DISTRICT

Notes to Basic Financial Statements

June 30, 2018

Note A - Summary of Significant Accounting Policies (Continued)

Compensated absences

Compensated absences are accrued as earned by employees, and consist of accruals for
vacation time. The District’s liability for compensated absences is reported in the Statement of
Net Position for governmental activities in the government-wide financial statements.

Net position

Equity in the financial statements is classified as net position and displayed in three
components as foliows:

a. Net investment in capital assets - Consists of capital assets, net of accumulated
depreciation and reduced by the outstanding balances of any borrowings that are
attributable to the acquisition, construction or improvement of those assets.

b. Restricted - Consists of restricted assets reduced by liabilities and deferred inflows of
resources related to these assets.

¢. Unrestricted - Amounts not required to be reported in other components of net position.

When both restricted and unrestricted resources are available for use, it is the District’s policy
to use restricted resources first, then unrestricted resources as they are needed.

Fund balances

In the fund financial statements, fund balance for governmental funds is reported in
classifications that comprise a hierarchy based primarily on the extent to which the District is
bound to honor constraints on the specific purpose for which amounts in the funds can be spent.
Fund balance is reported in five components: nonspendable, restricted, committed, assigned
and unassigned.

Nonspendable - Amounts that cannot be spent because they are either not spendable in
form or are legally or contractually required to be maintained intact.

Restricted - Amounts constrained regarding use from restrictions externally imposed by
creditors, grantors, contributors, or laws or regulations of other governments or by
restrictions imposed by law through constitutional provisions or enabling legislation.

{Continued)
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TOWN OF DISCOVERY BAY COMMUNITY SERVICES DISTRICT

Notes to Basic Financial Statements

June 30, 2018

Note A - Summary of Significant Accounting Policies (Continued)

Committed - Amounts constrained regarding use for specific purposes pursuant to
requirements imposed by formal action of the District’s highest level of decision making
authority.

Assigned - Amounts constrained by the District’s intent to be used for specific purposes,
but are neither restricted nor committed, The authority for assigning fund balance is
expressed by the Board of Directors, District manager or their designee.

Unassigned - Amounts that have not been restricted, committed or assigned to specific
purposes within the general fund. The general fund is the only fund that reports a positive
unassigned fund balance amount. Other governmental funds besides the general fund can
only report a negative unassigned fund balance amount,

When both restricted and unrestricted resources are available for use, it is the District’s policy
to use restricted resources first, then unrestricted resources (committed, assigned and
unassigned) as they are needed. When unrestricted resources (committed, assigned and
unassigned) are available for use it is the District’s policy to use committed resources first,
then assigned, and then unassigned as they are needed.

Internal and Interfund Balances and Activities

In the process of aggregating the financial information for the government-wide Statement of
Net Position and Statement of Activities, some amounts repotted as interfund activity and
balances in the fund financial statements have been eliminated or reclassified.

Interfund activity, if any, within and among the governmental and proprietary fund categories
is reported as follows in the fund financial statements:

1. Interfund loans - Amounts provided with a requirement for repayment are reported as
interfund receivables and payables.

2. Interfund services - Sales or purchases of goods and services between funds are
reported as revenues and expendifures/expenses.

3. Interfund reimbursements - Repayments from funds responsible for certain
expenditures/expenses to the funds that initially paid for them are not reported as
reimbursements but as adjustments to expenditures/expenses in the respective funds.

4. Interfund transfers - Flow of assets from one fund to another where repayment is not
expected are reported as transfers in and out.
(Continued)
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TOWwN OF DISCOVERY BAY COMMUNITY SERVICES DISTRICT
Notes to Basic Financial Statements

June 30, 2018

Note A - Summary of Significant Accounting Policies (Continued)

Interfund activity and balances, if any, are eliminated or reclassified in the government-wide
financial statements as follows:

1. Internal balances - Amounts reported in the fund financial statements as interfund
receivables and payables are eliminated in the governmental and business-type activities
columns of the Statement of Net Position, except for the net residual amounts due
between governmental and business-type activities, which are reported as Internal
Balances.

2. Internal activities - Amounts reported as interfund transfers in the fund financial
statements are eliminated in the government-wide Statement of Activities except for
the net amount of transfers between governmental and business-type activities, which
are reported as Transfers - Internal Activities. The effects of interfund services between
funds, if any, are not eliminated in the Statement of Activities.

Property taxes

Property taxes and property assessments were levied January 1, 2017, assessed July 1, 2017
and were payable in two installments on December 10, 2017 and April 10, 2018, The County
of Contra Costa bills and collects property taxes on behalf of the District.

Ulility sales

Utility sales are billed on a monthly basis. Estimated unbilled utility revenue through June 30
has been accrued at year-end for the enterprise funds.

Contributed capital

Effective August 13, 2003, the District recorded contributed capital to transfer funds from
County Service M-8 to Lighting and landscaping Zone 8. The Lighting and landscaping Zone
8 district became the responsibility of the District on August 13, 2003. The contributed capital
represents all capital assets and assets transferred to the District,

The District has received $18,757,813 of noncash capital contributions from developers
consisting of water and sewer infrastructure.

Budgetary accounting

The District does not adopt appropriated budgets. However, the District does adept non-
appropriated budgets annually, which are approved by the Board of Directors.
(Continued)
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TOWN OF DISCOVERY BAY COMMUNITY SERVICES DISTRICT

Notes fo Basic Financial Statements

June 30, 2018

Note A - Summary of Significant Accounting Policies (Continued)
Estimates

The preparation of the basic financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and disclosures of
contingent assets and liabilities at the date of the basic financial statements and the reported
changes in net position during the reporting period. Actual results could differ from those
estimates.

Long-lived assets

Long-lived assets to be held and used are reviewed for impairment whenever events or changes
in circumstances indicate that the related carrying amount may not be recoverable. When
required, impairment losses on assets to be held and used are recognized based on the fair value
of the asset. Long-lived assets to be disposed of are reported at the lower of carrying amount
or fair value fess costs to sell.

Fair value measurements

Fair value is defined as the price that would be received to self an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date. The
District categorizes its fair value measurements within the fair value hierarchy established by
generally accepted accounting principles. The fair value hierarchy categorizes the inputs to
valuation techniques used to measure fair value into three levels based on the extent to which
inputs used in measuring fair value are observable in the market.

Level | inputs are quoted prices (unadjusted) in active markets for identical assets or
liabilities.

Level 2 inputs are inputs other than quoted prices included within level 1 - that are
observable for an asset or liability, either directly or indirectly.

Level 3 inputs are unobservable inputs for an asset or liability.
If the fair value of an asset or liability is measured using inputs from more than one level of

the fair value hierarchy, the measurement is considered to be based on the lowest priority level
input that is significant to the entire measurement.

{Continued)
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Note A - Summary of Significant Accounting Policies (Continued)

New accounling pronouncements

Standards adopted

In March 2017, the Governmental Accounting Standards Board (GASB) issued GASB
Statement No. 85, Ommibus 2017, This Statement addresses practice issues that have been
identified during implementation and application of certain GASB statements, including issues
related to blending component units, goodwill, fair value measurement and application,
penstons, and other post-employment benefits. The District implemented the provisions of
this Statement for the year ended June 30, 2018. There was no effect on net position as a result
of implementation of this Statement.

In May 2017, the Governmental Accounting Standards Board (GASB) issued GASB Statement
No. 86, Certain Debt Extinguishment Issues. This Statement is to improve consistency in
accounting and financial reporting for in-substance defeasance of debt by providing guidance
for transactions in which cash and other monetary assets acquired with only existing resources
- resources other than the proceeds of refunding debt - are placed in an irrevocable trust for the
sole purpose of extinguishing debt. This Statement also improves accounting and financial
reporting for prepaid insurance on debt that is extinguished and notes to financial statements
for debt that is defeased in substance. The District implemented the provisions of this
Statement for the year ended June 30, 2018. There was no effect on net position as a result of
implementation of this Statement.

Standards not vet adopted

In June 2017, the Governmental Accounting Standards Board (GASB) issued GASB Statement
No. 87, Leases. The objective of this Statement is to better meet the information needs of
financial statement users by improving accounting and financial reporting for leases by
governments. This Statement increases the usefulness of governments’ financial statements by
requiring recognition of certain lease assets and liabilities for leases that previously were
classified as operating leases and recognized as inflows of resources or outflows of resources
based on the payment provisions of the contract. It establishes a single model for lease
accounting based on the foundational principle that leases are financings of the right to use an
underlying asset. The District will be required to implement the provisions of this Statement
for the year ended June 30, 2021. The District has not determined the effect on the financial
statements.
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Note B - Cash and Investments

Cash and investments as of June 30, 2018 are classified in the accompanying financial
statements as follows:

Governmental  Business-type
Activities Activities Total
Cash and investments $ 1613953 § 16.073.984 § 17.687.937

Total cash and investments $ 1.613953 $ 16.073984 3 17.687.937

At June 30, 2018, the District’s total cash and investments at fair value were as follows:

Cash:
Cash on hand $ 500
Deposits with financial institutions 6.054,999
Total cash 0.055,499
Investments:
Certificate of deposit 6,782
Contra Costa County Treasurer 11,625,656
Total investments 11,632,438
Total cash and investments $ 17.687.937

Investment policy

The District maintains a cash and investment pool that is available for use by all funds except
for the Lighting and landscaping fund whose investments were directed by Contra Costa
County. Each fund type’s portion of this pool is displayed on the statement of net position and
balance sheet as “cash and investments”. Cash balances from all participating funds are
combined and invested to the extent possible, pursuant to the Board of Directors approved
Investment Policy and guidelines, and the California Government Code, Section 53600,
Division 2, Chapter 4 - Financial Affairs.

California statutes authorize special districts to invest idle, surplus, or reserve funds in a variety
of credit instruments as provided for in the California Government Code, Section 53600.

{Continued)
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Note B - Cash and Investments (Continued)

As specified in Government Code 53600.5, when investing, reinvesting, purchasing, acquiring,
exchanging, selling or managing the District’s funds, the primary objectives, in priority order,
of the District’s investment activities and of the District’s investment policy shall be (1) safety,
(2) Hquidity, and (3) yield. It is the policy of the District to invest public funds in a manner to
obtain the highest return obtainable with the maximum security while meeting the daily cash
flow demands of the District as long as investments meet the criteria established by this policy
for safety and liquidity and conform to all laws governing the investment of District funds.

The District is provided a broad spectrum of eligible investments under California Government
Code Sections 53600-53609 (authorized investiments), 53630-53686 (deposits and collateral),
and 16429.1 (Local Agency Investment Fund). The District may choose to restrict its permitted
investments to a smaller list of securities that more closely fits the District’s cash flow needs
and requirements for liquidity.

The table below identifies the investment types that are authorized for the District by the
California Government Code (or the District’s investment policy, where more restrictive) that
addresses interest rate risk, credit risk, and concentrations of credit risk.

Maximum Maximum
Maximum Percentage  Investment in
Authorized Investiment Type -Maturity of Portfolio One Issuer
Local Agency Bonds 5 years None None
U.S. Treasury Bills, Notes, and Bonds 5 years None None
U.S. Government Agency obligations 5 years None None
California Local Agency debt 5 years None None
Repurchase Agreements | year 20% None
State Registered Warrants, Notes or Bonds 5 years None None
Bankers Acceptances 180 days 40% 30%
High Grade Commercial Paper 270 days 40% 10%
Negotiable Certificates of Deposit 5 years 30% 10%
Medium Term Corporate Notes 5 years 30% 5%
Mutual Funds N/A 20% None
Mortgage Pass-Through Securities 5 years 20% 5%
Collateralized Negotiable Instruments 5 years 15% 5%
Local Agency Investiment Fund (LAIF) N/A None None
Local government investment pools N/A None None

(Continued)
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Note B - Cash and Investments (Continued)

The District complied with the provisions of California Government Code (or the District’s
investment policy, where more restrictive) pertaining to the types of investments held,
institutions in which deposits were made and security requirements. The District will continue
to monitor compliance with applicable statuses pertaining to public deposits and investments.

Disclosures Relating to Inferest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair
value of an investment. Generally, the longer the maturity of an investment, the greater the
sensitivity of its fair value to changes in market interest rates. One of the ways that the District
manages its exposure to interest rate risk is by purchasing a combination of shorter term and
fonger term investments and by timing cash flows from maturities as necessary to provide the
cash flow and liquidity needed for operations. The District’s investment policy does not
contain any provisions limiting interest rate risk other than what is specified in the California
Government Code.

Information about the sensitivity of the fair values of the District’s investments (including
investments held by bond trustee) to market interest rate fluctuations is provided by the
following table that shows the distribution of the District’s investments by maturity:

12 months 13-24 25.36 37 - 48 46 -60  More than

Investment Type Total or less months months months months 60 months
Certificate of Deposit  $ 6,782 3 - % 6,782 % - % - % - 3 -
Contra Costa County

Treasurer 11,625,656 11,625.656 - - - - -

Total $11,632.438 $.11,625636 5. .6782 § - 3 - 8 - 3 -

Discloswres Relating to Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to
the holder of the investment. This is measured by the assignment of a rating by a nationally
recognized statistical rating organization. Presented below is the minimum rating required by
(where applicable) the California Government Code, the District’s investment policy, or debt
agreements, and the actual rating as of fiscal year end for each investment type.

Exempt

Minimum From
Investment Type Amount Legal Rating Disclosure AAA AA A Not Rated
Certificate of Deposit  $ 6,782 N/A 3 - 3 - 3 - $ - 3 6,782

Contra Costa County '
Treaswrer 11,625.656 N/A - - - - 11.625,656
Total 511,632 438 N/A $ - 5 - ¥ - 3 - $11,6324
{Continued)
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Note B - Cash and Investments (Continued)

Concentration of Credit Risk

The investment policy of the District contains limitations on the amount that can be invested
in certain types of investments,

Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository
financial institution, a government will not be able to recover its deposit or will not be able to
recover collateral securities that are in the possession of an outside party. The custodial credit
risk for investments is the risk that, in the event of the failure of the counterparty (e.g. broker-
dealer) to a transaction, a government will not be able to recover the value of its investment or
collateral securities that are in the possession of another party. The California Government
Code and the District’s investment policy do not contain legal or policy requirements that
would limit the exposure to custodial credit risk for deposits or investments, other than the
following provision for deposits. The California Government Code requires that a financial
institution secure deposits made by state or local governmental units by pledging securities in
an undivided collateral pool held by a depository regulated under state law (unless so waived
by the government unit). The fair value of the pledged securities in the collateral pool must
equal at least 110% of the total amount deposited by the public agencies. California law also
allows financial institutions to secure District deposits by pledging first trust deed mortgage
notes having a value of 150% of the secured public deposits.

As of June 30, 2018, the District’s bank balance was $5,940,984 and $500,000 of that amount
was insured by the Federal Deposit Insurance Corporation and collateralized as required by
state law and the remaining amount of $5,440,984 was secured by a pledge of securities by the
financial institution.

Investment in Contra Costa County Treqsurer

The District’s investment in the Contra Costa County investment pool is managed by the
Contra Costa County Treasurer and is stated at fair value or amortized cost, which
approximates fair value, Cash held by the Contra Costa County Treasury is pooled with other
County deposits for investment purposes by the County Treasurer in accordance with the
investment policy of the County Treasurer {see County Treasurer’s investment policy at
http://www.co.contra-costa.ca.us/). The Pool has established a treasury oversight committee to
monitor and review the management of public funds maintained by the Pool. Participants’
equity in the investment pool is determined by the dollar amount of the participant deposits,

(Continued)
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Note B - Cash and Investments (Continued)

adjusted for withdrawals and distributed investment income. [nvestment income is prorated to
individual funds based on their average daily cash balances. In accordance with applicable
State laws, the Contra Costa County Treasurer may invest in derivative securities, However,
at June 30, 2018, the Contra Costa County Treasurer’s pooled investment fund contained no
derivatives or other investments with similar risk profiles,

Fair value hievarchy

The District categorizes its fair value measurements within the fair value hierarchy established
by generally accepted accounting principles. The hierarchy is based on the valuation inputs
used to measure fair value of the assets. Level 1 inputs are quoted prices in an active market
for identical assets; Level 2 inputs are significant other observable inputs; and Level 3 inputs
are significant unobservable inputs.

The District’s investment in the certificate of deposit is held with a commercial bank and is
classified as Level 1. The District’s investment in the County of Contra Costa Treasury Pool
is classified as Level 2 and its value is based on the fair value factor provided by the Treasurer
of the County of Contra Costa, which is calculated as the fair value divided by the amortized
cost of the investment pool.

Note C - Accounts Receivahle, Net

The accounts receivable, net balance consists of the following balances as of June 30, 2018:

General Water Sewer Total
Accounts receivable $ 35334 §$§ 415434 § 16,566 $ 467,334
Allowance for uncollectible - (44,129 (2.485) (46,614)

Accounts receivable,net $§ 35334 $ 371,305 $ 14081 $_ 420,720

Note D - Interfund Transactions
Interfund transactions consist of the following:

Transfers behveen fimds

Resources may be transferred from one District fund to another with approval. The purpose of
the majority of transfers is to reimburse a fund which has made an expenditure on behalf of
another fund. Less often, a transfer may be made to open or close a fund.

{Continued)
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Note D - Interfund Transactions {Continued)

Transfers between funds during the year ended June 30, 2018 were as follows:

Fund Transfers In Transfers Out
Major Governmental Funds
General fund 3 69,855 § 212,053
Community center - -
Lighting and landscaping zone 8 75,967 55,884
Lighting and landscaping zone 9 2,500 13,971
Major Proprietary Funds
Water fund 414,500 152,561
Sewer fund 87,276 1,455,108
Financing authority 1.246.631 7,152
Total interfund transfers b 1,896,726 § 1,896,729

In general, the District uses interfund transfers to:

e Transfer unrestricted revenues collected in the water and sewer fund to help finance
various programs and capital projects accounted for in other funds

¢ Fund operations (move revenues from the funds that collect them to the funds that
statute or budget requires to expend them)

¢ Fund interdepartmental cost reimbursement

¢ [und capital projects

The effect of the interfund activity has not been eliminated from the government-wide financial
statements as the amounts relate to transfers between governmental and business-type
activities, The transfers have resulted from deposits made by Contra Costa County into the
Sewer and Water Fund for revenues of the General Fund.
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Note E - Capital Assets

Capital asset activity for the year ended June 30, 2018, is as follows:

Balance Balance
June 30, 2017 Additions Deletions Transfers June 30. 2018
Governmental activities
Nondepreciable capital assets
Land $ 415930 $ - 8 - 3 - § 415,930
Total nondepreciable capital
assets 415.930 - - - 415,930
Depreciable capital assets
Equipment 302,098 - (9,047) - 293,051
Buildings and improvements 3,081,566 11,875 - - 3,093 441
Office furniture and equipment 15,307 - - “ 15,307
Vehicles 80.133 - - - 80.£33
Total depreciable capifal assets 3,479,104 . 11,875 (9,047) - 3,481,932
Less aecumulated depreciation (1.628.438) (192,320) 9.047 - (L8ELTLN)
Net depreciable capital assets 1.850.666 {180.445) - - 1.670.221
Net capital assets 3 2,266,596 3. (180445 3 - 3 - 3. 2086151
Business-type activities
Nondepreciable capital assets
Land $ 307,000 3% - 3 - $ - 3 307,000
Construction in progress 71.648.247 1.550.987 - (9.116.306) 82.923
Total nendepreciable capital
assels 7.955.242 1.550.987 - {9.116.306) 389.923
Depreciable capital assets
Buildings and improvements 1,630,805 - (930,365) - 700,440
Treatment and collection 43,676,858 1,320,128 (69,731) 9,116,306 54,043,561
Structures and improvements 9,169,566 - (26,459) - 9,143,107
Equipment 920,932 136,685 (66,448) (122,276) 868,853
Office equipment - - (16,809) 122,276 105,467
Vehicles 400.638 34,574 (22.213) - 412,999
Total depreciable capital assets 55,798,799 1,491,387  (1,132,025) 9,116,306 65,274,467
Less accumulated depreciation (14.541.589) {2.584.965) 680,203 - (16.446.349)
Net depreciable capital assets 41,.257.210 (1.093.578) (151.820) _9.116.306 48.828.118
Net capital assets £ 49212452 &5 457409 $(451.820) % - $ 49218041
{Continued)
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Note I - Capital Assets (Continued)

Depreciation expense was charged to function and programs based on their usage of the
related assets. The amounts allocated to each function or program were as follows:

Governmental activities:

Lighting and landscaping Zone 8 $ 178,080
Lighting and landscaping Zone 9 12,130
Community center 2.110

Total depreciation expense - Governmental activities § 192,320

Business-type activities:
Water $ 548,700
Sewer 2,036,265

Total depreciation expense - Business-type activities § 2,584,965

Note F - Long-Term Debt

The District generally incurs long-term debt to finance projects or purchase assets which will
have useful lives equal to or greater than the related debt.

Governmen{-Wide Financial Statements

Long-term debt and other financial obligations are reported as liabilities in the appropriate
activities. Bond premiums are deferred and amortized over the life of the bonds using the
straight-line method.

Fund Financial Statements

The Governmental Fund Financial Statements do not include the long-term debt, as this
liability is not payable in the current period. The face amount of debt issued and any premiums

received are reported as other financing sources,

Proprietary Fund Financial Statements use the same principles as those used in the
Government-Wide Financial Statements.

{Continued)
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Bond Issuance Costs and Premiums

For proprietary fund types, bond premiums are deferred and amortized over the life of the
bonds using the effective interest method. Bonds payable are reported net of the applicable
bond premium. With the implementation of Government Accounting Standards Board (GASB)
Statement No. 65, the bond issuance costs, other than prepaid insurance, are required to be
expensed in the year incurred.

Current vear business-fype (ransactions and balances

The District’s debt issues and transactions are summarized below and discussed in detail
thereafter:

Original Balance Balance Due within
Amount  June 30, 2017 Additions Reductions Jung30.20I8 ong vear

Business-type Activity Debt

Discovery Bay Public

Financing Authority

Series 2012

Enterprise Revenue

Bonds $14,§50,000 $ 12,950,000 $
Discovery Bay Public

Financing Authority

Series 2017

Enterprise Revenue

Bonds 8,825,000 8,825,000 (30,000) 8,795,000 175,000
Unamortized Premium 659403 574,090 (32.350) 541.740 -

Totals $23.634405 § 22.349.090 § - $ (372.350) $21.976,740 £ 490.000

$ (310,000) $12,640,000 $ 315,000

2012 Enterprise Revenue Bonds

In August 2012, the Discovery Bay Public Financing Authority issued $14,150,000 in
enterprise revenue bonds Series 2012 to finance the acquisition and construction of certain
improvements to the water and wastewater systems.

Pursuant to an Installment Purchase Agreement between the Authority and the District, the
District has pledged the net revenues of the District’s municipal water enterprise and
wastewater enterprise.

The bonds carry coupon interest rates ranging from 1.00%-5.00% and are scheduled to mature
in fiscal year 2043, Interest is payable semi-annually on December 1% and June 1* each year,
while principal installments ranging from $290,000 to $805,000 are payable each year on
December [

(Continued)
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2017 Enterprise Revenue Bonds

In April 2017, the Discovery Bay Public Financing Authority issued $8,825,000 in enterprise
revenue bonds Series 2017 to finance the costs of certain improvements to the water and
wastewater systems.

Pursuant to an Installment Purchase Agreement between the Authority and the District, the
District has pledged the net revenues of the District’s municipal water enterprise and
wastewater enterprise.

The bonds carry coupon interest rates ranging from 2.00%-5.00% and are scheduled to mature
in fiscal ycar 2048. Interest is payable semi-annually on December 1% and June 1% each year,
while principal installments ranging from $30,000 to $1,075,000 are payable each year on
December 1%,

Annual debt service requirements for business-type debt are shown below:

For the year Business-type Activities

ending June 30, Principal Interest
2019 $ 490,000 % 858,088
2020 505,000 845,881
2021 520,000 827,998
2022 540,000 806,731
2023 560,000 784,665
2024-2028 3,125,000 3,592,005
2029-2033 2,875,000 3,008,286
2034-2038 3,495,000 2,362,832
2039-2043 4,350,000 1,486,671
2044-2048 4,975.000 496,917
Total $ 21435000 § 15,070,074

Note G - Deferred Compensation Plan

Employees of the District may patticipate in a deferred compensation plan created in
accordance with Internal Revenue Code Section 457. The deferred compensation plan is
available to all full-time employees of the District. Under the plan, employees may elect to defer
a portion of their salaries and avoid paying taxes on the deferred portion until the withdrawal
date. The deferred compensation amount is not available for withdrawal by employees until
termination, retirement, death or unforeseeable emergency. Total employer and employee
contributions to the plan during the year ended June 30, 2018 were $23,216.
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Note H - Compensated Absences

Employees accrue vacation leave based on length of service. Accumulated vacation leave is
subject to maximum accruals for all employees. As of June 30, 2018, the District’s accrued
liability for accumulated unused vacation leave is $39,960. Employees are paid for their
accumulated unused vacation leave upon separation from service. The liability is expected to
be liquidated with future resources and not with expendable available financial resources.

Note I - Risk Management

The District is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; risk of loss to employees; and natural disasters.
The District is a member of the Special Districts Risk Management Authority (SDRMA), an
intergovernmental risk sharing joint powers authority created to provide self-insurance
programs for California special districts. The purpose of the SDRMA is to arrange and
administer programs for the pooling of self-insured losses to purchase excess insurance or
reinsurance and to arrange for group-purchased insurance and administrative expenses. At June
30, 2018, the District participated in the property, general and autfo liability, and workers’
compensation programs of the SDRMA.

Settled claims have not exceeded any of the coverage amounts in any of the last three fiscal
years. There were no reductions in insurance coverage in fiscal years 2018, 2017, and 2016.
Liabilities of the District are recorded when it is probable that a loss has been incurred and the
amount of the loss can be reasonably estimated net of the respective insurance coverage. The
District considers claims insured and reported, as well as claims incurred but not reported, to
be immaterial and has not accrued an estimate of such claims payable.

The District is covered by the following types of insurance through the SDRMA as of June 30,
2018:

Coverage Limits of liability
General liability $ 10,000,000
Public officials and employees errors 10,000,000
Elected officials personal liability 500,000
Employment practices liability 10,000,000
Employee benefits liability 10,000,000
Employee and public officials dishonesty coverage 1,000,000
Auto liability 10,000,000
Uninsured/underinsured motorists 1,000,000
Property coverage 1,000,000,000
Boiler and machinery 100,000,000
Statutory workers’ compensation Statutory
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Note J - Governing Board

The powers of the District are exercised by a Board of Directors consisting of five directors
each elected for a term of four years by the qualified electors within the District.

As of June 30, 2018, the members of the District’s Board of Directors were as follows:

Director Term expires
Kevin Graves December 2018
Chris Steele December 2018
Robert Leete December 2018
Bill Pease December 2020
Bill Mayer December 2020

Note K - Contingencies and Commitments

The District is involved in litigation arising in the ordinary course of operations that, in the
opinion of management, will not have a material effect on the financial condition of the
District. In addition, the District has entered into construction and service contracts with
various companies. Many of the contracts are considered fixed fee arrangements. However,
work under these contracts could be discontinued at the direction of the District. Therefore, it
is the opinion of management that a fixed commitment does not exist.

Note L - Subsequent Event

In December 2018, the District entered into a promissory note agreement with the Hofmann
Land Development Company. The District will receive annual principal and interest payments
and the note matures in December 2023.
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TOWN OF DISCOVERY BAY COMMUNITY SERVICES DISTRICT
Statement of Revenues, Expenditures, and Changes in
Fund Balance - Budget and Actuoal -

Major Special Revenue Fund

Year ended June 30, 2018

Lighting and Landscaping Zone 8

Variance with

Budgeted final budget
amounts Actual positive/
original/final amounts (negative)
Revenues
Property taxes $ 616220 § 648,145 § 31,925
Other 112,600 157,234 44,634
Reimbursements 14,207 56,454 42.247
Total revenues 743.027 861.833 118.806
Expenditures
Payroll expenses 336,000 356,926 (20,926)
Utilities 158,000 184,565 (26,565)
Other 108,600 131,653 (23,053)
Repairs and maintenance 106,850 113,986 (7,136)
Insurance 6,200 13,485 (7,285)
Professional fees 15,720 11,241 4,479
Capital outlay 73,500 11.875 61.625
Total expenditures . '804.870 823,731 (18.861)
Excess (deficiency) of revenues over
expenditures prior to other financing
sources (uses) (61.843) 38,102 99,945
Other financing sources (uses) :
Operating transfers in - 75,967 75,967
Operating transfers out - (55.884) (55.884)
Total other financing sources (uses) - 20.083 20.083
Net change in fund balance (61,843) 58,185 120,028
Fund balance, beginning of year 493414 493414 -
Fund balance, end of year $§ 431571 % 551.599 % 120,028
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The manager of the District prepares an expenditure budget annually which is approved by the
Board of Directors setting forth the contemplated fiscal requirements. The District’s budgets are
maintained on the modified accrual basis of accounting. The results of operations are presented
in the budget to actual schedule in accordance with the budgetary basis.

Reported budget amounts reflect the annual budget as originally adopted. There were no
amendments to the budget during the year ended June 30, 2018. The budget amounts are based on
estimates of the District’s expenditures and the proposed means of financing them. Actual
expenditures for capital outlay, debt service and contingencies may vary significantly from budget
due to timing of such expenditures.
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CROCE, SANGUINETTI, & VANDER VEEN
CERTIFIED PUBLIC ACCOUNTANTS

Independent Auditors’ Report on Internal Control over Financial
Reporting and on Compliance and Other Matters Based on an
Audit of Financial Statements Performed in Accordance with
Government Auditing Standards

To the Board of Directors

Town of Discovery Bay Community
Services District

Discovery Bay, California

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the financial statements of the
governmental activities, the business-type activities, each major fund, and the aggregate remaining
fund information of the Town of Discovery Bay Community Services District (the District) as of
and for the year ended June 30, 2018, and the related notes to the financial statements, which

collectively comprise the District’s basic financial statements, and have issued our report thereon
dated March 22, 2019.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the District’s
internal control over financial reporting (internal control) to determine the audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the District’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the District’s
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or, significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of noncompliance
or other matters that are required to be reported under Govermment Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Lroce, SAWNA’H, & Vander Veen, Ine.

CROCE, SANGUINETTL & VANDER VEEN, INC.
Certified Public Accountants

Stockton, California
March 22, 2019
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